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Hazardous Substance Cleanup Bond Act 
Official Title and Summary Prepared by the Attorney General 
HAZ:\.RDOCS SCBSTA:\CE CLEA:\UP BO:\D ACT. This act provides for a bond issue of one hundred million 
dollars (SlOO.OOO.OOO) to provide funds for hazardous substance cleanup. 
Final Vote Cast by the Legislature on SB 1465 (Proposition 27) 
Assembly: Ayes 62 
:\oes 2 
Senate: Ayes 29 
),ioes 0 
Analysis by the Legislative Analyst 
Background 
The California Superfund program was created in 1981 
to finance cleanups of hazardous waste sites that pose a 
threat to public health or the environment. The program 
is supported by the Hazardous Substance Account, which 
annually receives $10 million in tax revenues paid by cer-
tain generators of hazardous waste. The Department of 
Health Services, which administers the program, deter-
mines which site cleanups will be funded each year by 
ranking known hazardous waste sites according to each 
site's degree of hazard. There are 93 sites on the state's 
1984 priority list that require action in order to clean up 
contamination. That action may include removing, treat-
ing, or containing the wastes on the site. 
Site cleanups in California are also financed by (1~ 
grants from the federal Superfund program and (2) funds 
recovered from parties responsible for the contamination. 
Federal Superfund moneys are awarded on a "matching" 
basis, with the federal government providing $9 for every 
81 made available by the state for cleaning up sites that 
qualify for the national priority list. Of the 546 sites cur-
rently on the national priority list, 19 are in California. 
(These sites also are on the state's site priority list.) 
The cost to clean up a contaminated site can range from 
8100,000 to $40 million. The federal Environmental Pro-
tection Agency estimates that the average cost to clean up 
each site on the national priority list is approximately $7.5 
million. 
As of July 1, 1984, the state Superfund program had 
completed cleanup at one site and had begun studies or 
other cleanup-related activities at 11 other sites. In the 
fiscal year that began onJuly 1, 1984, the department plans 
to extend its activities to 7 other sites. Cleanup is sched-
uled to be completed at 2 sites by the end of 1985. Approxi-
mately $31.8 million is authorized for expenditure from 
the Hazardous Substance Account and federal funds for 
studies and various stages of cleanup action during fiscal 
year 1984-85. These figures do not reflect cleanups by 
responsible parties that are or will be underway during 
the current fiscal year. The department estimates that 
approximately one-half of the sites on the 1984 site priority 
list will be cleaned up by the responsible parties and will 
not require state assistance. 
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Proposal 
This measure, the Hazardous Substance Cleanup Bond 
Act of 1984, would authorize the state to sell $100 million 
in potentially self-liquidating general obligation bonds to 
finance cleanup of cqntaminated sites. A general obliga-
tion bond is backed by the full faith and credit of the state. 
meaning that, in issuing the bond, the state pledges to use 
its taxing power, if necessary, to assure that sufficient 
funds are available to pay principal and interest on the 
bond. 
In addition, this measure: 
1. Authorizes the Department of Health Services to u<;p 
the bond proceeds, upon appropriation by the Le; 
ture. for the purpose of determining the type and exteu[ 
of contamination at a site and to cover the costs of cleaning 
up a site once a remedial action plan for that site has been 
developed and adopted. . 
2. Identifies seven potential sources for the funds need-
ed to make principal and interest payments on the bonds. 
The measure specifies that funds for principal and interest 
payments are to be derived from these sources in the 
following order: 
a. Accrued interest and premiums earned on the pro-
ceeds from the bonds sold by the state. 
b. Recoveries from those responsible for the contamina-
tion at sites where bond proceeds have been used to 
finance cleanup actions. 
c. Federal Superfund moneys that are available to fi-
nance cleanup actions at sites where bond proceeds 
have been used. 
d. Moneys appropriated by the Legislature from the 
Hazardous Substance Account. 
e. Moneys available from the Superfund Bond Trust 
Fund created by the measure. This fund would re-
ceive a minimum of $5 million annually from the 
Hazardous Substance Account. 
f. Moneys derived from any other source. 
g. The General Fund. 
3. Appropriates from the General Fund amounts need-
ed to pay principal and interest costs on the bonds jf·l..", 
funds available from the first six funding sources ar~ 
adequate for this purpose. The General Fund would UC:' 
Continued on page 66 
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Hazardous Substance Cleanup Bond Act 
Arguments in Favor of Proposition 27 
For decades toxic wastes have been dumped improper-
ly throughout California, polluting our environment and 
endangering the health of our people. Currently 80% of 
these toxic dumpsites are leaking into our groundwater, 
upon which we rely for 50% of our drinking water. Al-
ready vast areas of the state, such as the San Gabriel and 
San Fernando Valleys, have had their groundwater pollut-
ed by toxic waste. All Californians deserve the assurance 
that when a child turns the tap for a glass of water, he or 
she is not filling his or her cup with poison. 
We have just begun the long and expensive job of clean-
ing up these sites. But the cost of this task will be enor-
mous. Estimates range from $300 million to $1.5 billion. Up 
until now we have set aside less than $10 million per year 
for this purpose. At this rate the job will not be done until 
the middle of the next century, and that assumes that toxic 
\vastes will wait for us to act, rather than continue to seep 
into our groundwater, into our air, and into our homes. 
Proposition 27 will provide $100 million for the much-
needed cleanup of toxic dumpsites. The cost will be borne 
completely by industry. An increased tax on those who 
generate hazardous waste assures us that the ultimate cost 
of this cleanup program will not rest with the public. The 
act also provides for a simplified arbitration process which 
,- '11 encourage voluntary cleanup programs on the part of 
ustry. Furthermore, this arbitration process will help to 
preven.t cleanup from being stalled by lengthy courtroom 
battles over who should pay. 
The urgency of this measure was recognized by the 
Legislature when it voted to place Proposition 27 on the 
ballot for your approval. Your vote is needed now to clean 
up toxic dumpsites, to protect our water supplies, our air 
and our health. 
PATRICK JOHNSTON 
Member of the AssembJ.v. 26th District 
BILL LOCKYER 
State Senator. lOth District 
A serious threat to our environment and the public 
health confronts us today, and it requires immediate ac-
tion: cleaning up dangerous toxic dumpsites. 
This bond act will provide $100 million for cleaning up 
these sites. It will also require that industry increase its 
payments to the existing state cleanup fund, called the 
"Superfund." by 50% over the next seven years. This bond 
measure will be paid for by these industry funds. It will not 
cost California taxpayers a penn}'. 
The process of determining who is to blame for each 
hazardous site and who should pay the cleanup cost will 
require lengthy litigation in our courts, But the quality of 
our drinking water and the health of our children can't 
wait that long. The cleanup should begin now. 
Your choice is clear. Should we wait for the courts and 
the federal government to finally decide how to address 
this serious problem? Or should we begin the toxic clean-
up process immediately with this responsible bond meas-
ure? 
If you believe we should begin now, then vote for a 
cleaner, healthier environment by voting for this bond 
measure. 
GEORGE DEUKMEJIAN 
Governor 
No argument against Proposition 27 was filed 
Text of proposed law appears on pages 13-14 
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Proposition 27 Analysis 
Continued from page 10 
reimbursed, with interest, if and when additional funds 
become available from one or more of these sources. 
Other Provisions Tied to Passage of the Bond Act. If 
the bond act is approved by the voters, additional provi-
sions contained in Chapter 376, Statutes of 1984, would 
take effect. These provisions would: 
• Increase the Hazardous Substance Account tax from 
SlO million to S15 million annually, through July 1, 
1991. 
• Provide for the continued existence of the Hazardous 
Substance Account beyond July 1, 1991 (when it is 
scheduled to terminate under existing law), if the 
Director of the Departmellt of Finance determines 
that either the bonds sold pursuant to the bond act 
have not been paid off or the General Fund has not 
been fully reimbursed for advances made to pay prin-
cipal and interest on the bonds. After that date, the 
committee established to issue bonds under the bond 
act would annually set the level of revenue collections 
from certain generators of hazardous wastes at an 
amount not to exceed $15 million annually, until these 
payments are completed. 
• Exempt generators from paying certain hazardous 
substance taxes and hazardous waste fees assessed on' 
wastes that originate from remedial actions at Super-
fund sites. 
• Require the Department of Healt~ Services or the 
regional water quality control boards to prepare and 
approve remedial action plans for all Superfund sites. 
In addition, the department or the State Water Re-
sources Control Board would have to respond to re-
quests to prepare or approve remedial action plans 
for specified sites. 
• Require the Attorney General to recover from re-
sponsible parties any cleanup costs incurred under 
the bond act program. 
• Create a binding arbitration panel to apportion clean-
up costs among participating responsible parties who 
do not contest liability. 
• Establish strict liability as the legal standard for recov-
ering the cost of cleanup action. 
Fiscal Effect 
1. Cost of Paying Ofr the Bonds 
Although this measure would allow bonds to be issued 
for a maximum term of 30 years, the Treasurer advises that 
the $100 million in bonds ~uthorized by the measure prob-
Proposition 36 Analysis 
Continued from page 42 
stricting the charge to the estimated reasonable cost of 
providing the service. 
Proposal 
This initiative would (1) eliminate some existing prop-
erty taxes and benefit assessments by making them subject 
to the I-percent tax rate limit, (2) invalidate the inflation 
adjustments made to assessed values for the three years 
following 1975-76, and require payment of tax refunds to 
66 
ably would be paid off over a period of up to 20 years. The 
prinCipal portion of these repayments would average 85 
million per year. In addition, the state would have to pay 
interest on the borrowed funds. We estimate that if the 
bonds were sold at an interest rate of 10 percent, ,----. 
annual cost of these interest payments would average ..... 
proximately 85.25 million. 
These payments would be supported by the state's Gen-
eral Fund if the other funding sources identified in the 
measure collectively do not yield sufficient amounts. If the 
General Fund is required to make these payments, it 
would be repaid with interest. Consequently, assuming 
that the state's ability to collect Hazardous Substance Ac-
count taxes is not significantly impaired in the future, we 
estimate that there would be no net cost to the General 
Fund if this measure is approved by the voters. 
2. Other Fiscal Effects 
Increased Borrowing Costs. Generally, an increase in 
the amount borrowed by the state tends to raise the inter-
est rate on borrowed funds. Consequently, the state and 
local governments could incur higher costs under other 
bond programs as a result of this measure. The size of any 
such costs cannot be estimated. 
Revenue Loss. The interest paid by the state on these 
bonds would be exempt from the state personal income 
tax. Therefore, to the extent that the bonds are purchased 
by California taxpayers in lieu of taxable investments, the 
state would collect less income tax revenue. It is not possi-
ble to estimate what this revenue loss would be. 
Provisions of Chapter 376, Statutes of 1984. Provisions 
of this measure would result in an increase in tax revenue 
to the Hazardous Substance Account amounting to $5 {pil-
lion annually until at least 1991. " 
The exemption of specified wastes from fees, as ptr:Jl" 
vided for bv the measure, would result in a loss of revenue 
to the Haz~rdous.Waste Control Account, which supports 
the state's regulatory program. We estimate that this reve-
nue loss would exceed $1 million annually. 
The measure also would result in increased expendi-
tures from the Hazardous Substance Account, the Hazard-
ous Waste Control Account, and/or the.General Fund in 
order to pay the expenses of (a) the Attorney General in 
seeking recoveries from responsible parties, (b) the De-
partment of Health Services, the State Water Resources 
Control Board, and the regional water quality control 
boards in preparing, reviewing, and approving remedial 
action plans for all Superfund sites on the state priority list, 
and (c) the arbitration panel to apportion cleanup costs. 
We estimate that these costs would exceed $1 million an-
nual~y. 
some taxpayers, (3) revise the procedures for reappraising 
new construction and property which changes ownership, 
and (4) limit the ability of the state and local agencies to 
impose new, or increase existing, taxes and fees. "c' 
In several instances the exact meaning of the language 
contained in this measure is unclear. Where this is the 
case, we have based our analysis on advice from the Legis-
lative Counsel regarding the probable interpretation -c 
the language by the ·courts. '. } 
The following is a summary of the initiative's provisi<Mf.l' 
1. Further Restrictions on Property Tax Rates. This 
Proposition 27 Text of Proposed Law 
This law proposed bv Senate Hill 1465 (Statutes of 19M. Ch. 370 I i, 
,ubmlttl'd to the people in accordance with the pro\'lSlO1lS of Article X\'j 
ot th(' ConstitutIOn. 
~~is proposl'd law expressl\' adds sections to the Health and Safl't,· 
.: theretorl'. new proVlslO1lS proposed to be added are printed III 
"'.J (Ip" to IIldlcate that thev are nl'w. 
PROPOSED LAW 
SEC. II;. .-\rliclp 7 .. 3 'commencing with Section 253851 is added to 
Chaptl'r O.S of Di\'islOn20 of the Health and Safety Code. to read: 
Article i.5. iJ;lz;Jrdous Subst;Jnce Cle;Jnup Bond Act 
of 1984 
25385. This article sh,,11 be known and m"v be cited ,IS the Johnston-
Fihlllte f{az"rdollS Subst,mce Cleanup Bond'Act of 1984. 
25385.1. For purposes of this article. and for purposes of Section 16722 
of the GOI'ernment Code "s applied to this article. the followinI< defini-
tiOIlS "pp1.I': 
(;Ii "}Jo"rd" means the State Department of He,lli ; Sen'ices. 
(b J "Committee" me,IIIS the Hazardous Subst"nce LJe"/llIp Commit· 
tee created pursu"nt to Sectioll 25385.4. 
ICI "Director" means the State Director of Health Sen·ices. 
Id) "Fund" means the Hazardous Substance Cle"nup Fund created 
pursuant to Section 25385.3. 
(e) "Orphan sIte" mmllS a site with u release or threatened releuse of 
;/ hazardous substance with no reasonably identifiable responsible par-
ties. 
1 n "Orpholll share" means those costs of remo~'al or remedial action 
at sites with u release or threiltened release of huzurdous substances. 
which costs ure in excess of "mounts included in " cleunup ugreement. 
1 g) "Responsible purh'" meuns u person who is. or may be. responsible 
or liable for mrr.1 "ing out. or p"ying for the costs of. a remo~'"l or remedi"l 
'Iction. 
1 hi "Trust fund" me"I1S the Superfund Bond Trust Fund. 
25385.2. The State Generul Obligation Bond Law (Ch"pter 4 (com-
menCing with Section 16720) of Pilrt 3 of Dil'ision 4 of Title 2 of the 
GOI'emmpnt Code) is "dopted for the purpose of the iss,u"nce. sale. and 
repa''ment of. und otherwise prol'iding with respect to. the bonds "u· 
thorized to be issued pursu"nt to this article, und the pro~'isions of that 
/;m' ure included in this urticle as though set out in full in this article. 
I' !Jt th"t. notn'ithstunding anything in the State Generul Obligation 
1 Law. the muximum maturitv of bonds shall not exceed 30 veurs 
' .. _ the date of the bonds. or from the date of each respecti~'e series. 
The m"turity of each respectil'e series shall be calculated from the date 
of the series. 
25385.3. (,,) The Huzurdous Substance Cleanup Fund is hereby 
creuted in the Stute Treasury. The proceeds of bonds issued and sold 
pursuant to this article shilll be deposited in the fund, and the money in 
the fund may be expended on~v for the purposes speCified in this article 
"nd. pursuant to appropriation by the Legislature, in the manner speci-
fied in this section. 
(b) Except when the Legislature appropriates money from the fund 
for specified remol·al or remediill actions in a bill other than the Budget 
Act, it is the intention of the Legisl'lture that all proposed appropriations 
for actil"ities conducted pursuant to this article be included in a sectIOn 
of the Budget Act for each fiscalyeilr for consideration by the Legislatur·' 
and that this section be captioned "Hazardous Substance Cleanup Bono 
Act Program . .. :iny appropriation of money from the fund is subject to 
all the limitations contilined in the bill making the appropriation and to 
all fiscal procedures specified by stiltute concerning the expenditure of 
state funds. 
(c) In issuing bonds pursuant to this article. the committee shall, to 
the extent possible. pay the principal of. and interest on. the bonds from 
the sources specified in subdivisions (a) to (f), inclusi~'e, of Section 
25385.9. The General Fund shall be reimbursed from these sources for 
any transfers made to the Hazardous Substance Clearing Account From 
the General Fund to make the principal and interest payments. In deter-
mining the amount the General Fund is to be reimbursed For any trans-
Fer, the committee shall also include interest on the transFer at a rate 
equal to the bond rate on the transFer From the date of transfer to the 
date of reimbursement. 
25385.4. The Hazardous Substance Cleanup Committee, which is 
hereb\, created, shall consist of the Go~'ernor, the Director of Finance, 
the Treasurer, the Controller, and the Secretary of the Health and Wel-
fare Agencv. ' 
25385.5. ' The committee mav create a debt or debts, liabilitv or liabili-
ties, of the State of California, 'in the aggregate of one hundred million 
doJlars ($l00,OOO,OOOJ, in the manner pro\-'ided in this article. The debt 
o· ?ts, liability or liabilities, shall be created for the purpose of provid-
, oneys, for deposit in the Fund, for the purposes specified in Section 
'~.6: . '(a) The moneys in the Hazardous Substance Cleanup Fund 
may.be us,ed, upon appropriation by the Legislature, for the purposes 
speCified III this section. 
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(b) The board ma.,' expend mone.,'s in the fund. upon the authoriza-
tIOn of the committee. for aU of the followin!( purposes: 
(1) To pro"ide the state share of a remo~'"l or remedi<li action PUTStI-
<lIlt to Section l04lc) (3) of the federal act (42 U.S.C Sec. 9604 Ic) (3) I 
if the SIte is the subject of a final remedial action plan issued pursuant 
to Section 25356.1. 
(2) To pay all costs of a remo~'al or remedial action incurred b,' the 
,tate, or bv any locill ""enc.\' with the appronli of the director. in re-
spollse to a release or threatened release of a hazardous substance at a 
site ..... hich is listed in the priorih' ranking of sites pursuant to Sectioll 
25356 and is the subject of a frnal remedial action plan issued pursuant 
to SectIOn 25356.1. to the extent th"t the costs ilre not paid b.l· responsible 
parties or are reimbursed by the federal ilCt. 
3) To pay for site characterization of a release of hazardous sub-
,:Jces. el'en if a remedial action plan has not been prepared. approl'ed. 
..<looted, or made final for that site. 
23385.7. (a) All bonds authorized by this article. which are sold and 
deli~'ered as pro~'ided in this article. constitute valid and legally binding 
l!eneral obligations of the State of CaliFornia. and the full Faith and credit 
of the State of CaliFornia are hereby pledged For the punctual payment 
of both prrncipal and interest thereon. 
rbi There shall be collected annualll', in the same manner and at the 
s"me time as other state re~'enue is colfected. that sum, in addition to the 
ordinary rel'enues of the state, which is required to pay the principal of. 
"nd interest on, the bonds as prm'ided in this article, and all officers 
charged by law with any duty in rellard to the collection of the rel'enue 
shall perform each and e~'ery act which is necessary to collect this addi· 
tional sum. 
25385.8. (a) The SuperFund Bond Trust Fund is hereb.~' created in 
the State Treasurv .. -tll interest earned on Funds in the state account. and 
other funds transferred to the trust fund by the Legislature or the depart-
ment. shall be deposited in the trust Fund, which is a sinking fund to 
ensure the payment of principal oF. and interest on, the debt incurred 
pursuant to Section 25385.5. The Funds in the trust Fund shall be im'ested 
b,' the Treasurer. The committee shall administer the trust Fund so that 
there are sufficient Funds in the trust Fund to make the necessarv princl' 
pal and interest payments on bonds issued and shall transfer Funds from 
the trust Fund For this purpose to the Hazardous Substance Clearing 
Account. 
1 b) There shall be transferred annually the sum of five million dollars 
($5,000.000) from the state account to the trust fund. 
(c) The unobligated balance in the state account shall be transFerred 
by the department to the trust Fund on December 31 of each year. For 
purposes of this section, "unobligated balance" means that amount, 
which shall not be less than zero, determined by the department, in the 
"ear-end finll1lcial statement submitted to the Controller, to be the total 
'oF all unencumbered funds on June 30 of that calendar year, less the total 
of all of the Following: 
(1) ,-tny fund in the reserve account for emergencies established by 
Section 25354. 
(2) Any remaining principal of the loan authorized by Section 25332. 
(3) Any interest due on any remaining principal of the 100JJl author-
ized bl' Section 25332. 
(4) 'Any Funds paid as taxes For the FollOwing fiscal year. 
(5) .-tny Funds recei~'ed From the Federal government pursuant to the 
federal act. 
(6) Any Funds in the state account subject to the rebate specified in 
Section 25347.2. 
(7) Any interest accruing From funds deposited in the subaccount For 
site operation and maintenance established by Section 25330.5. 
(8) Any funds receil,ed from responsible parties For remedial and 
remo\-'al action, except to the extent those Funds are necessary to reim-
burse the state account for funds previously expended therefrom. 
(9) Any Funds deposited into a sinking fund to ensure the repayment 
of principal on, and interest of, bonds pursuant to Section 25385.9. 
25385.9. Notwithstanding any other provision of law, the board shall 
pay the principal of, and interest on, the bonds from the Hazardous 
Subst-JJlce Clearing Account, using the Following sources, in the following 
order of priority: 
(a) Money derived from the premium and the accrued interest on 
bonds which are sold. ' 
(b) Recoveries From responsible parties of costs incurred for removal 
or remedial actions at sites listed pursuant to Section 25356, insofar as the 
removal or remedial action expenditures were paid from proceeds from 
bonds issued pursuant to this article. . 
(c) Funds received pursUll1lt to the feder.u act which are deSignated 
to be used For removal or remedial actions paid for by proceeds from 
bonds issued pursuant to this article. 
(d) Any money transferred from the state account. 
(e) Any money transferred from the trust fund. 
(£) Any mone.v derived from any other source, as provided by law. 
(g) The General Fund. 
25386. Notwithstanding Section 25386.5, the mone.v deposited in the 
Fund is available for transfer to the General Fund if money was deposited 
. in the fund pursuant to any provision of law requiring repayments to the 
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,tatt" lor asslstaIlce financed bl' the proceeds oUhe bonds Issued pursuant 
to thl,' artlcl,', When transferred to the Gt>ner,,1 r und. that mant'I shall 
be appiJed as a rt>Jlnburst>ment to tht> Gt>Ilerai Fund for the pnnclVal and 
Interest pal"lTlt>nts on the bonas whIch han' veen PiJId from the Gent>ral 
J-und. 
25386,1, There is herebl' appropriated From the General Fund in the 
.'>tate Treasun'. for tht> purpost> of thIS artlcit>. all illlluunt t>quai to the SUJll 
(If all of the /()lloH"JIlf!: 
{;J I The SUJll. annualll". which lI'ill bt> nt>cessar,I' to pal' tht> prinCipal of: 
,1Ild the lJJlt'rest on. tht" bonds Issut>d and sold pursuant to thiS article, a,l 
the pnnclpal and interest become due and pill'ilblt>, 
Ib, The ,llI1ll which IS nt>cessan' to carn' out St"ctIOn 25385.2, Il'hich 
sum IS ilppropnated without regard to fisc;il ,I eilrs, notH"ithstandmf! Sec-
tion 1JJ4U of tll<' GOl'ernment Code, 
25386.2, For the purpose of carn'inf! out this ilrticie. tht> Director of 
Finance mal". bl' executil'e order. authonze the withdrawal from tht> 
Gt>neral Fwid of ,jmounts not to exceed tht> amount of the unsold bonds 
Il'hlCh tht> committee has. bl' resolution. authonzed to be sold for tht> 
purpose at carrnnl< out this articie. Am' amounts II"lthdral\Jl shall bt> 
depositt>d in the fund and shall be disbursed bl' tht> board in accordance 
with this articie, Ani' monel's made al'ailable [mrsuant to this st>ction 
shall bt> rt>turned to 'the General Fund From moneys receil'ed From the 
Proposition 28 Text of Proposed Law 
Continued From page 13 
with this chapter. with f!rants prolided to suppliers that are political 
subdil'isions of the state that are otherwise unable to meet minimum safe 
drinkinl< water standards established pursuant to Chapter 7 (commenc· 
ing with Section 4010) of Part 1 of Division 5 of the Health and Safetl' 
Code, The total amount of [Irants made pursuant to this chapter shaJi not 
exceed twentv-fil'e million doJiars (S25,OOO,O()(}), The Legislatil'e ,-lnal.!'st 
sha11 rel'iew the [Irant program and report to the Legislature not later 
than June 1. 1987, 
Ie) .\'otwithstandin[I any other prol'ision. the proceeds of any bonds 
authorized to be issued under the California Safe Drinkin[I Water Bond 
La II' of1976 (Chapter 10.5 (commencing with Section 13850) I. which are 
unissued and uncommitted on the effectil'e date of this chapter. sh<.lJl be 
used for loans to suppliers in accordance with the terms, conditions. <.Ind 
purposes of this chapter, 
13820, (a) The department ma,l' make state grants to suppliers that 
<.Ire political subdil'isions of the state. from monel'S in the fund al'ailable 
for that purpose pursuant to subdillsion Id I of Section 13819, to aid in 
the cOIlStruction of projects which wi11 enable the public agenc,l' to meet, 
at a minimum. safe drinkin[I water standards established pursuant to 
Chapter 7 (commencing with Section 4010) of Part 1 ofDil'ision 5 of the 
Health and Safety Code, A f!rant may be made b.!' the department only 
upon the specific approl'al of the Legislature. by an act enacted after the 
receipt of a report filed pursuant to Section 13822, 
(b) Any contract for a grant entered into pursuant to this chapter ma,l' 
include prol'isions as agreed b,l' the parties thereto. and the contract shaJi 
include. in substance, aJi of the foJlowing prol'isions: 
(1) .-In estimate of the reasonable cost of the project, 
(2) An agreement by the department to grant to the public af!ency, 
during the progress of construction or following completion of construc-
tion as agreed b,l' the parties, an amount which equals the portion of 
construction costs found by the department to be eligible for a state 
grant, 
(3) A.n agreement by the public agency, (.4) to proceed expeditiously 
with, and complete, the project, (B) to commence operation of the 
project upon completion thereof. and to properl,l' operate and maintain 
the project in accordance with the applicable prol'isions of law. (C) to 
apply for, and make reasonable efforts to secure, federal assistance for 
the project, (D) to secure appro\'al of the department and of the State 
Department of Health Sen'ices before applying for federal assistance in 
order to maximize and best utilize the amounts of that assistance al'ail-
able, and (E) to provide for payment of the public agency's share of the 
cost of the project, if any. ' 
13821. Applications for grants under this chapter shall be made to the 
department in the form and "lth the supporting material as prescribed 
by the department. 
13822. The department shall prepare a report on each grant applica-
tion pursuant to this chapter, The report shall be filed with the Legisla-
ture, if it is in session or, if it is not in session. with the Rules Committee 
of the Assembly and Senate, The department shall be authorized to make 
the grant only upon the speCific approval of the grant by the Legislature, 
by an act enacted after the receipt of the report from the department. 
13823. (a) Loans and grants may be made only for projects for do-
mestic water svstems. The department mal' make reasonable a110wance 
for future water supply needs and may piol'ide for additional capacity 
when excessil'e costs would be incurred by later enlargement. The loans 
andgrants may be made for all, or any part, of the cost of constructing, 
improl'ing, or rehabilitating any system when, in the judgment of the 
State Department of Health Sen'ices, improl'ement or rehabilitation is 
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I,lie of bonds sold for the purpost> of carrnnl< out this artlcit>, 
233863, L 'pan tht" request ofthe board. and mpported bl' a statement 
of the proposed actIons to bt> takt>n pursuant to Section 25385,6. the 
commlU£'(' shall dt>tt>rmme wht>tht>r it IS necessan' or desirable to ISS1W 
:1111 hands authonzed pursuant to thIS articie Jli order to take thesf' 
.ictIOns, and if so, tht" amount of bonds whIch should be issued an ~ 
:,uccessJI't" Issues of bonds mal' be authorized and ,mid to takE ,1 
,lctJOm prof!reSSlldl. ilnd It is Iiot necessan' that all of the bonds auCl. " 
Izcd hI thIS artlcie to be issued are sold at 'JIll' one tIme, 
2'5386,4, Til(' comfmUee 111<11' authorize the TreaSlJrer to sell all. or 
.im' part o{ tht> bonds authorized llIlder this artlcit> at the time or tImes 
:IS mm' be fixed bl' the Treasurer, 
25386,,'5 Elcept as pronded in subdinsion IC' of Section 25385,3 and 
,'>ectJOn 25386, all procet>ds From the sale of bonds, except thost> derJl,t>d 
{rom premiums and accrued interest. are mailable for the purposes 
wecllied in Section 25385,6. but are not al'<.Iilable for transfer to the 
General Fund to pin' the principal of. and'interest on. the bonds, 
25386,6 If. before }ull' 1. 1991, aJi outstanding bonds issued pursuant 
to this article are paid lor and the General Fund has been reImbursed 
lor am' and aJi amounts that were expended therefrom to repay the 
princip:1lot: and interest on. these bonds. this article shaJi become inop-
('ratfl'e on that earlier date, 
necessan' to pro I 'ide pure. wholesome. and potable water in adequate 
quantitl' at sufficient pressure for health. cleanliness. and other domestIc 
purposes, .\0 single public agenc,l' shaJi receil'e grants pursuant to this 
chapter totaling more than four hundred thousand dollars (S400,OOOI, 
Loans mal' be made to prol'ide for the purchase of a watt>r system or the 
pUf'chase of Il'atershed lands, .\'0 loan to an indil'idual supplier shaJi 
exceed the sum of fil'e mi11ion do11ars ($5,000,000). unless the Legislature 
by an act raises the limit speCified in this section, 
I b I C'pon receipt of an application for a grant or loan pursuant to this 
chapter. the department shaJi propose to the applicant improl'ements to 
the applicant:, water de\'elopment. distribution. and utilization system 
\I hich lI'ill consen'e water in a cost-effective manner, These improl'e-
ments mal' include, but need not be limited to, leak detection and repaIr 
prollrams: I'all'e repair and replacement. meter calibration and replace-
ment, phl'SIcal improl'ements to achiel'e corrosion control. distributIOn 
<lnd installation of water consen'ation del'ices and fixtures, and other 
capital improl'ements which can be demonstrated to cOIlSen'e water in 
a cost-efft>ctil't> manner, The department and applicant may agree to 
include these capital improvements in the grant or loan, Failure I- -he 
applicant to include water consen'ation capital improvements )' 
,frrant or loan application shall not be sufficient cause for the deparh"" 
to refuse to make the grant or loan. 
13824, An application for a grant pursuant to this chapter shall not be 
approl'ed by the department, unless the department determines that the 
public agencl' is otherwise unable to meet minimum safe drinking water 
standards established pursuant to Chapter 7 (commencing with Section 
4010) of Part 1 of Division 5 of the Health and Safer.' Code . 
.\'0 grant shall be made by the department except' upon appro\'al by 
the State Department of Health Services of project plans submitted by 
the applIcant and upon issuance to the public agency of a permit or 
amended permIt as speCified in Chapter 7 (commencing with Section 
40101 of Part 1 of Division 5 of the Health and Safetv Code, 
13825, First priority for grants shall be granted to public agencies 
hanng immediate health related problems, as certified by the State 
Department of Health Services. Additional high pn'ority shall be granted 
to projects to correct immediate problems, as opposed to grants for 
construction of projects to meet future growth needs. 
13826. First priority for loans shall be given to suppliers with the most 
critical public health problems. Prioril.!' for loans shall also be given to 
suppliers which have a lesser capability to reasonably finance system 
improl'ements. 
13827, Preliminary design work, including a cost estimate for the 
project, sha11 be completed before a loan or grant is awarded, Operation 
and maintenance costs shall be the responsibility of the supplier and may 
not be considered as part of the project cost. Costs for planRing and 
preliminary engineering studies may be reimbursed foJiowing the re-
ceipt of a loan or grant subject to appro\'al by the department and the 
State Department of Health Sen'ices. 
13828, .\'0 application for a grant may be made pursuant to this chap-
ter unless the public agency has also applied for a loan purswmt to this 
chapter, A public agency shall be eligible for a grant only to the extent 
that the department finds that the agency is found unable to repay the 
full costs of a loan. 
If the department has determined that the applicant is unable to repa,v 
the fuJi costs of a loan, the applicant may also file for a grant. Upon 
receipt of a grant application, the department shall dete.rmine tha~por­
tion of the fuJi costs that the applIcant IS capable of repaymg. Grant '''Ids 
shaJi onl,l' be provided For that portIOn that the applicant IS not ( ~ 
of repaying, , 
13829, Grant funds shall be expended by the public agency WI 
three vears of the making of the grant. No grant Funds may be expended 
by the public agency unless the public agency is able to demonstrate to 
